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AICPA Washington Report
October 1, 1973
Volume I, Issue 39
Legislation providing for the operations of all current and 
proposed domestic volunteer service programs under the 
jurisdiction of ACTION has been approved in similar form 
by both the House and the Senate. Presidential approval 
is expected.
The audit section— section 422— was put back in the bill 
as a result of a "strong request" submitted by the Comptroller 
General on August 17. This section is virtually identical to 
section 423 in the Senate version (S. 1143), except for 
clarifying changes to make clear that the recordkeeping and 
audit requirements would not apply to the activities of 
individual volunteers serving under the new act, but 
rather only to grantees, subgrantees, contractors, and 
subcontractors receiving assistance thereunder.
AGRICULTURE, DEPARTMENT OF
The Commodity Exchange Authority may become an independent
agency, similar to the SEC, if recently-introduced
legislation gets Congressional approval.
Sens. Humphrey, Mondale and Cranston are sponsoring 
legislation that would establish an independent agency to 
impose stronger federal controls on the business of trading 
in commodity futures contracts.
The bill would remove the CEA from the USDA and structure 
it independently and expand its authority to include all future 
trading in the Nation.
CEA Administrator Alex C. Caldwell has recommended added 
CEA powers. He proposes giving the CEA authority to enjoin 
violations of the CEA Act, including prevention of any trader 
acquiring sufficient control over a commodity futures contract 
to restrain trading in it. However, Congressional critics 
contend a complete overhaul is required.
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CIVIL AERONAUTICS BOARD
Uniform System of Accounts changes have been proposed by the 
Board. The proposals under consideration would amend 
Part 241 of its Economic Regulation (14 CFR, Part 241); 
the amendment would require certificated route and 
supplemental air carriers to report changes by foreign 
governments for airport and en route facilities and services. 
(Docket No. 25903). Deadline for comments is 11/5/73.
Robert T. Murphy resigned from the Board, effective 10/15. The 
Board now has only three members before it. Murphy's 
resignation is expected to prompt the Senate Commerce 
Committee to proceed on the appointment of CAB nominees.
COMMERCE, DEPARTMENT OF
The foreign direct investment program has been interpreted and 
analyzed in a recent general bulletin issued by the Office 
of Foreign Direct Investments and is reprinted in the 
9/17/73 Fed. Reg, at p. 25909.
CONSUMER PROTECTION AGENCY
legislative hearings in the House continue on October 4, 9, 10, and 11. 
This is the third consecutive Congress that the House Govern­
ment Operations Committee has started the process of putting 
out a bill establishing a Consumer Protection Agency. Hearings 
have concluded in the Senate; however, no dates have been 
set for continued work on the "CPA" legislation in that 
House.
A  letter for the record has been sent to Chairman Holifield 
of the Legislation and Military Operations Subcommittee urging 
the selection of some other title for the proposed agency.
DEFENSE, DEPARTMENT OF
Outside experts could settle contract claims disputes, said
Vice-Admiral Hyman G. Rickover, USN, in a closed-door House 
hearing last June. Rickover contended that a professional 
group of outside lawyers, technical personnel and procurement 
experts working full time could develop the capability to do 
much of the Navy's claims evaluation work better than it is 
being done today.
GENERAL ACCOUNTING OFFICE
A  long-range study of the use of consultants in the area of
financial management systems is being planned. Upon completion 
of the study, recommendations for improvement in the use of and 
procurement of consultant-type services are expected.
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A  GAO report (B-115398) of 9/19/73 entitled "Status, Progress, and 
Problems in Federal Agency Accounting During 18 Months Ended 
June 30, 1973" has been issued. It is the fourth report in 
a series summarizing the progress made by federal agencies in 
developing and improving their accounting systems to make 
them conform to the requirements of the Congress and the 
related principles and standards prescribed by the Comptroller 
General. Copies of the report are available by contacting 
the GAO Report Department, telephone 202/386-3784.
A  Financial Management Conference sponsored by the Joint Financial 
Management Improvement Program, will be held 1/28/74 at the 
Washington Hilton, Washington, D.C.
Scheduled speakers include Wilbur D. Mills, Chairman of 
the House Ways and Means Committee, Arthur F. Sampson,
Administrator of the General Services Administration; Bruce 
Cardwell, Administrator of the Social Security Administration 
and Terence E. McCleary, Assistant Secretary of Defense,
Department of Defense.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
HMD legislation will be hammered out in conference as the result 
of the House insisting upon its amendments to the bill (S. 14) 
to amend the Public Health Service Act. The House version 
is primarily a test and evaluation program of the concept. 
Specifically, it provides $190 million in grants and $50 
million in loans over four years for HMD development. The Senate 
version, sponsored by Sen. Kennedy (D-Mass.), provides for 
nearly $1 billion in federal funds for HMD development.
Vocational rehabilitation legislation was recently signed into law 
by the President (PL 93-112). It authorizes $1.5 billion 
over the next two years for vocational rehabilitation programs.
It extends and expands federal grants to the states for 
programs, training, and rehabilitating the handicapped. Section 
9 of the bill, HR 8070, contained the audit requirements.
HOUSING AND URBAN DEVELOPMENT
The Administration's housing program will be aired before the Senate
Housing Subcommittee on October 2-4. The latest White House housing 
message included a decision to release $60 million in section 
312 rehabilitation loans for "neighborhood preservation". A 
complete text of the President’s federal housing policy has 
been printed (House Doc. 93-152) and also appeared in the 
9/19/73 Cong. Record at p. H8071. Present housing authorization 
expires next June. Other major plans include Sen. Sparkman’s 
(S. 2182) and Rep. Barrett's (HR 10036), both designed to 
consolidate housing programs, but not to the extent of special 
revenue sharing.
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INTERIOR, DEPARTMENT OF
Compromise legislation is moving ahead in the case of the
"Endangered Species Act of 1973". This conservation legislation 
provides the states with matching grants for the protection of 
certain species of fish, wildlife and plants threatened with 
extinction. The legislation includes an audit requirement 
(Section 9 (d)) authorizing the Secretary and the GAO or their 
representatives to audit programs approved under this bill. 
Approximately $30 million over a three-year span would become 
available to the states for this purpose.
OFFICE OF MANAGEMENT AND BUDGET
OMB Support in the FTC "Line-of-Business" reporting may rest on a 
trade-off proposal. 0MB premised it would support the 
proposed FTC requirement if FTC would allow its Quarterly 
Financial Report program to be transferred to the Census Bureau.
FTC staffers say the transferring of the QFR would mean 
a loss of the Government’s ability to require firms to report 
on their industrial activities. The Census Bureau, the group 
noted, lacks compulsory powers to collect financial information.
Budget reform legislation is scheduled for markup by the Senate
Government Operations Committee beginning October 1. The bill 
approved by the Budgeting Subcommittee (S. 1541) establishes 
new Congressional budget committees, provisions for 5-year 
budget projections, and pilot testing of major new programs.
Sen. Metcalf (D-Mont.) recently offered an amendment (No. 550) 
to S. 1541 as a substitute measure adopting several recommendations 
some of which were offered by the Comptroller General. A  reprint 
of the substitute measure appears in the 9/26/73 Cong. Record 
at p. 17749.
SECURITIES AND EXCHANGE COMMISSION
Legislation to regulate trading in municipal bonds has been 
introduced by Sen. Harrison Williams (D-N.J.). The bill 
(S. 2474) would remove the existing exemptions in the 
Securities and Exchange Act of 1934 for broker dealers who 
deal exclusively in municipal securities and for banks which 
deal in such securities. The measure would not affect the 
exemption of state and local government from the Securities 
Act of 1933.
Ihe Commission will rely more on disclosures than restrictions
when enforcing the securities laws with respect to foreign
investors, according to Ray Garrett, Jr.
Garrett, speaking before the Boston Stock Exchange said 
the SEC will enforce provisions of the Securities and Exchange 
Act of 1934, including requirements for disclosure by those 
intending to make a tender offer for shares of a publicly- 
traded company.
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Banks should be regulated when they engage in the securities business,
according to Chairman Garrett. Testifying before the House
Banking Committee, Garrett listed a number of areas in which 
banks have recently become competitive with brokerage firms.
He specifically mentioned an automatic investment plan which 
involves monthly installment purchase of stock by a bank’s 
checking account customers.
"It is our view that persons or entities engaged in 
comparable activities should be subject to comparable regulation. 
To the extent that banks enter the securities industry, . . . 
we believe that the commission should be vested with clear 
jurisdiction to regulate their activities in the same manner 
as other securities business entities," said Garrett.
A  reminder - the Commission has extended the effective date of 
Rule 5-02-1 of Regulation S-X to 10/31/73.
The comment period on disclosure of civil or criminal litigation
affecting professionals practicing before the Commission
has been extended to 10/30. Comments should refer to File 
No. S7-488. (Rel. No. 33-5422) (See 8/6/73 Wash. Report).
SMALL BUSINESS ADMINISTRATION
Senate override of the Presidential veto of the SBA’s program 
legislation failed to occur this past week. Immediately 
following the vote, Sen. Cranston (D-Cal.), chief sponsor 
of the defeated measure (S. 1672), introduced S. 2482, a bill 
which contains all of the elements of the prior one with the 
exception of the disaster loan provisions, which the 
Administration wanted removed. A  discussion of the legislation, 
the veto and remarks of Sen. Cranston on his introduction of 
the modified bill appear in the 9/25/73 Cong. Record at 
p. 17618.
Other legislation affecting small business has been introduced
by Sen. McIntyre (D-N.H.). The bill, S. 2445, is co-sponsored 
by Sens. Bentsen, Bible, Clark, Cook, McGee, Nelson, Nun,
Taft, Roth, Tower and Humphrey. It amends the provisions of 
the Social Security Act by consolidating the reporting of 
wages by employers for income tax withholding, old-age 
survivors and disability insurance payments. It would reduce 
part of the costly federal paperwork burden on small business 
primarily in the reporting requirements required by businesses, 
using Internal Revenue Service Form 941. A  copy of the bill 
appears in the 9/19/73 Cong. Record, p. S16956. One of the 
changes that the bill would accomplish concerns the crediting 
of self-employed income toward social security accounts in 
calendar years prior to 1974.
TRANSPORTATION, DEPARTMENT OF
Legislation designed to avert a N.E. rail shutdown is proceeding
in the House. Despite complaints from DOT and the Administration,
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the Commerce Subcommittee appears close to completing its 
work. Negotiations between the Senate and House to resolve 
any disputes on the proposed legislation are likely, according 
to Sen. Hartke (D-Ind.), Chairman of the Senate Surface 
Transportation Subcommittee.
IOC power to inspect all books and records of the carriers it 
regulates has been proposed in legislation introduced by 
Sen. Magnuson (D-Wash.). His legislation (S. 2459) would 
restore to the ICC some of the authority it has lost by 
certain court decisions.
Additional ICC authority to regulate conglomerates has 
also been proposed by the Senator. Under this legislation 
(S. 2460), there would be a requirement to establish a uniform 
system of accounts, and would give the Commission more power 
to get access to companies' books and records.
TREASURY, DEPARTMENT OF
Pension legislation is moving through the House. The House Labor 
Committee voted to report a pension reform bill (HR 2); the 
Ways and Means Committee starts work on writing its own bill 
on 10/1. Acting Ways and Means Chairman A1 Ullman (D-Oreg.) 
introduced the bill (HR 4200) passed by the Senate last week. 
The Institute has submitted a letter to the Committee 
recommending retention of the self-employed provisions as 
approved by the Senate, as well as adoption of the disclosure 
requirements contained in the Dent bill.
Passage of the Mathias Tax bill (S. 1245) has been urged by 129 
business organizations. The bill would set up federal 
standards for state-local taxation of interstate business.
Such groups as AICPA, NAM, Council of State Chambers of 
Commerce, and National Association of Wholesaler-Distributors 
are among the bill's supporters.
In a just released statement, AICPA said: "It is our view 
that S. 1245 should be considered favorably by the Senate 
Subcommittee with a strong recommendation for enactment by 
Congress as early as possible . . .We have experienced too many 
years of controversy and uncertainty in taxation of interstate 
commerce. Now is the time for constructive action in this 
area."
Proposed regulations amending the Income Tax Regulations to clarify 
cases in which capital expenditures for medical purposes, 
generally not deductible, are deductible if their primary 
purpose if the medical care of the taxpayer, have been issued. 
(9/27/73 Fed. Reg., p. 26918) Comment deadline is 10/29/73.
Panel discussions to study "the Role of Foundations Today" and the 
effect of the Tax Reform Act of 1969 upon Foundations have 
been scheduled by Sen. Hartke (D-Ind.), Chairman of the Senate
-7-
Finance Subcommittee on Foundations. The panel discussions 
are scheduled for Oct. 1 and 2, and are designed to present 
a full and objective review of the role of private foundations 
to today's society and a review of the impact of the charitable 
provisions of the Tax Reform Act of 1969 on the support and 
operation of private foundations. Public hearings will be 
scheduled at a later date.
SPECIAL ITEM
A  conference on "Updated Briefings on Cost Accounting Standards”
will be offered at nine cities throughout the country,
beginning 10/4/73. The National Contract Management 
Association and the Federal Government Accountants Association 
will sponsor the meetings to be held in Orlando, Florida,
New York, New York, Boston, Massachusetts, Washington, D.C. 
Bridgeton, Missouri, Dallas, Texas, Los Angeles, California, 
Anaheim, California and San Mateo, California.
The Cost Accounting Standards Board, the Defense Contract 
Audit Agency, and the Defense Contract Administration Service 
will be presented in the briefings. For additional details, 
contact the Washington chapter of the FGAA, 202/684-6931.
Wade S.Williams
Manager
Federal Information 
(202) 872-8190
WASHINGTON LIAISON ACTIVITIES
Supplement No. 8 
October 1, 1973
Civil Aeronautics Board
The Committee on Relations with the Civil Aeronautics Board met 
to discuss the CAB’s proposal to require capitalization of equip­
ment leases. This proposal relates primarily to the balance sheet 
and the only effects on the income statement will be to exclude 
from operating expenses and include in "nan-operating" expenses 
the portion of rent expense representing interest on the balance 
of capitalized leases. This differs from the SEC proposal which 
would require (on a disclosure basis only) front-end loading of 
carrying charges for such leased property. This proposal affects 
reports to the Commission, and not published reports to stockholders 
and the investing public. Further this proposal is an interim 
measure to be revised when the FASB issues a pronouncement on the 
subject. Also discussed were CAB’s current proposed regulations for 
reporting vacation pay and reporting of transport and non-transport 
revenues and expenses.
Economic Stabilization
Members of the committee met with IRS and CLC representatives to 
discuss IRS plans for enforcement of Phase IV regulations. Members 
of the committee have submitted suggestions for inclusion in 
"Questions and Answers" issued by the CLC to assist in interpreting 
the regulations.
Federal Home Loan Bank Board
At a meeting of the committee on Relations with the FHLBB several 
new projects were placed on the committee's agenda. They include: 
review of S&L PD Course Revision; financial statement disclosure 
of retained earnings; statement presentation of subordinated debentures; 
review of the President’s recommendations for change in U.S. financial 
system.
Federal Maritime Matters
A  position paper prepared by members of the committee on Relations 
with the Federal Maritime Matters proposes resolving the treatment 
of deferred taxes on capital construction funds and statutory 
reserve funds in a manner similar to that adopted by the APB for 
unremitted earnings of subsidiaries.
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Federal Taxation
Statement on Conformity of Tax to Financial Accounting. A  revised 
draft of the statement has been reviewed by the Division's 
Executive Committee and will be presented to the Board of Directors 
for their consideration at the annual meeting in October.
Tax Division's Technical Session at the Institute's Annual Meeting.
The Tax Division will present a panel session entitled ‘'Outlook
for Tax Incentives" at the Institute's annual meeting. The 
presentation will take place on the afternoon of October 16 and will 
cover the following subjects: capital recovery, accelerated depreciation, 
investment credit, preservation of foreign markets, taxation of foreign 
income, and natural resources. The panelists will be discussing the 
present law, proposals under consideration for modification, and their 
tax effect should they be enacted.
State Taxation of Interstate Commerce. A  statement on state taxation 
of interstate commerce was presented to the Senate Finance Subcommittee 
on State Taxation of Interstate Commerce. The statement generally 
favors the provisions of the Mathias bill (S.1245) and comments are 
directed to the jurisdiction to tax, the obligation to collect sales 
or use taxes, the optional 3-factor formula to apportion income or 
capital among the states, the determination of income, and the use of 
consolidated apportionable income.
Health, Education and Welfare
The committee has submitted comments to HEW on the proposed audit 
guide entitled, "Audits of Local Educational Agency Programs for 
Educationally Deprived Children - Title I of the Elementary and 
Secondary Education Act".
Interstate Commerce Commission
The Committee is studying the ICC's ruling for registration of 
securities of regulated carriers. Among present uncertainties 
is whether consolidated financial statements may be prepared that 
are fully in accordance with GAAP, or whether they must represent 
a hybrid, composed of accounting practices required by ICC for the 
regulated carriers, and GAAP for other components consolidated.
Pension Legislation
A  letter of comment is being prepared for submission to the House 
Ways and Means Committee concerning pension bills HR 2 (House Pension 
Task Force proposal) and HR 4200 (the Senate-passed proposal). The 
Institute worked with the Pension Task Force staff in revising the 
reporting and disclosure requirements of HR 2 and agrees substantially 
with the revised requirements. The letter will describe the advantages 
of the requirements contained in HR 2 as compared to those contained 
in HR 4200.
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Securities and Exchange Commission
The Committee presented comments on the SEC proposal to amend 
certain filing forms. The proposed revision as drafted would 
increase the extent of reporting by those companies required to 
present Registrant-only financial statements, would add an income 
test in determining whether an unconsolidated subsidiary is 
"significant", and would remove many of the short-cuts now available 
for filings in connection with stock option and similar plans.
At a joint meeting of the Committee at which representatives of 
the SEC were present, it was announced that the proposed revision 
of Article 7A of Regulation S-X, which would call for use of GAAP 
by stock life insurance companies, is expected to be adopted shortly 
and be effective for periods ending subsequent to November 30, 1973. 
As drafted, the proposal would also apply to mutual companies issuing 
variable annuities.
Other releases already issued or expected in the near future involve 
disclosures of 1) computation of income tax expense, 2) accounting 
alternatives, and 3) summaries of earnings or of operations; reporting 
by stockholders; lease disclosures; and compensating balances. A 
release on forecasts is expected to be issued in December or early in 
1974.
An SEC symposium on "Current SEC Developments" has been scheduled 
for January 8 and 9 in Washington, D. C. Meeting plans are presently 
being developed.
